
VIRQINIA:
BEPORE TBB VZRQZNZA QAS AND OZL BOARD

APPLICANT: BOCEANAN PRODUCTION COMPANY

RBLISP SCOQET: POOLINQ OP INTERESTS XN

DRILLZNQ UNIT BO. U-34 IIXATED
ZN TES OAKBOOD COA48ED METBANE QAS

FIBLD I PURSUANT TO VR. CODS

55 45.1-361.21 AND 45.1-361.22,
POR TNE PRODUCTION OP OCCLUDED

NATURAL QAS P)tODOCND PIROM COALBEDS

AND ROCK STRATA ASSOC+TED
TBERENITN (herein collisctively
referred to as 4Coalbed Methane
Qas" or "Qas")

LEQAL DESCRIPTION:

DRILLINQ UNIT NUMBER U-34
(hereafter "subject Drilling Unit" )

IN TEE GAKBOOD ~ METEANE QAS, PZELD I
QARDEN MAQZSTSRZAL DISTRICT,
KEEN MOIW1%ZN g(XADRANQLE

BOCNSSNSI COUNTY, VIRGINIA
(the "Subject Lands" are more
particularly described on 'Exhibit
"A", attached hereto and made a
part hereof )
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1. Bearino Data and Place: This matter came on for hearing before
the Virginia Qas and Oil Board (hereafter "Board" 1 at 9:00 a.m. on September
22, 1999, Southwest Nigher Education Center, Caspus of Virginia Nighlands
Ccwaunity CoZlege, Abingdon, Virginia.

2. Aeoaarances: Mark Swarts, Esquire, of Swarts & Stump, L.C.,
appeared for the Applicant and the UnZt Operator. Sandra Riggs, Assistant
Attorney general, was present to advise the Board.

3. ~ation and Notice: pursuant to Va. Code 55 45.1-361.1
ssg., the Board finds that it has jurisdiction over the subject matter. Based
upon the evidence presented by Applicant, the Board also finde that the
Applicant has (1) exercised due dilige)ace in conducting a search of the
reasonably available sources to determine the identity and whereabouts of gas
and oil owners, coal owners, mineral osners and/or potential owners, i.e.,
persons identified by Applicant as having ("Owner" ) or claiming ("Claimant" )
the rights tc Coalbed Methane Qas in all coal seams below the Tiller Seam,
including the Upper Seaboard, Qreasy Creak, Middle Seaboard, Lower Seaboard,
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Upper sorseyen, Niddle sorsepen, Nar '&4ek, Lower sorsepen, pocahantas so. 9,
pocahantas No. 8, pocahantas Na. 7, pacahantas No. 6, pocahantas No. 5,
Pocahcntas So. 4, Pocahantas No. 3, Pocabontas No. 2 and various unnamed coal
seams, coalbeds and rock strata assahiated therewith (hereafter "subject
tarnation" ) in Subject Drilling Unit underlying and campri sed of Subject
Lands; (2) represented it has given notice to thase parties (hereaf ter
sometimes "person (8) " whether referring to individuals, coryorations,
partnershiys, associations, companies, businesses, trusts, joint wntures ox
ather legal entities) entitled by Va. Cede 5$ 45.1-361.19and 45.1-361.22, to
notice of the Application filed herein; and (3) that the perseus set forth in
Srhibit $-3 hereto are persons idlantlified by Applicant through its due
diligence who may he Owners or ClaimantIi af Coalbed Nethane Qas interests in
subject Pormation, in subject Drillin)5 Unit underlying and ccasxrised of
Subject Lands, who have nat hereof oi)e agreed ta lease or sell to the
Ayylicant and/or voluntarily yool th(air Qas interests. Conflicting Qas
Owners/Claimants in Subject Drilling +t are listed on Exhibit S. Purther,
the Board has caused notice of this hear((ng ta be yublinhed as required by va.
Code Ann. 5 45.1-361.19.B.whereupon, this Board hekeby finds that the notices
given hex'ein satisfy all statutory rlequilxmments, Board rule reguirements and
the minimum standards of stats due yrace(9s.

~ . ~:MtbttL ~ 9 IMtbttB-3.

5. Dismissals i Sane.

6. Relief Resuastedi Ayylicant reguests (1) ttuit pursuant to Va. Code
5 45.1-361.22, including the syylicable'ortions of va. Code 8 45.1-361.21,
the Board pool all the rights, inta(cents and estates in and to the Qas in
Subject Drilling Unit, including ~ i pooling of the interests of the
Apylicant, the Unit Operator, and of; thla known and unknown persons named in
Sxhibit B-3 hereto and that of their known and unknown heirs, executors,
administrators, devisees, trustees, ensigns and successars, both immediate and
resets, for the drilling and aparatia8, including production, of Coalbed
Nethane Qas, praduced from or allocated to the Sub ject Drilling Unit
established for the Subject Formation underlying and comprised of tha Subject
Lands, (hereaftex sometimes collectively identified and referred to as "well
develaymsnt and/or cyeration in the SSbj8ct Drilling Unit" ), and (2) that the
Beard designate CONSOL Inc. as Unit Oyeritor.

Relief Qrantedi The Applicant's rec(nested relief in this cause be
and hereby is granted: (1) Pursuant to Va. Cade 5 45.1-361.21.C.3,CONBOL Inc.
(herein "Operator" or "Unit Operatoxf" ) is designated as the Unit Oyeratar
authorised to drill and operate Coalbed Nethsne Qas well(s) in the Subject
Drilling Unit at the locatian depict+ on the plat attached hereta as Rxhibit
A, subject to the permit provisions cantained in va. code 5 45.1-361.27
ssg.i to the Oakwood Coalbed Methane Qa8 Pield I Oxdex OQCB 3-90, dated Nay
18, 1990, as amended; to 5 4 vAc 25-1)0 ()L ssg., Qas and oil Regulations; and
to 55 4 VAC 25-160 SL SSS., Virginia Qx)s and Oil Board Regulations, all as
amended from time to time, and (2) all this interests and estates in and to the
Qas in Subject Drilling Unit, including that of the Apylicant, the Unit
Oyexatox, and of the known and unknown yersons listed on Srhibit B-3, attached
hereto and made a part hereof, and their known and unknown heirs, executors,



administrators, devisees, trustees, ass~ and successors, both immediate and
raaote, be and hereby are pooled in the Subject Formation in the Subject
Drilling Unilt underlying and comprised of the Subject Lands.

Subject
Formation %hest Bias

Permitted Field and
Wal1 Iacatiom(s) Wall Classification

All coal- Approxima-
beds and rely 80-
coal seams acre sgeare
below the drilling
Tiller unit
Seam, in-
cluding,
but not
limited to
Upper Sea-
board, greeny
Creek, NiddlaS~, Lower
SealsBBrd, ~r
Borsepen, Niddle
Nor aspen,
Creek, Lower

. Norsepen, Reahce-
tas 3(ns. 9, 8, 7,

various ~
seams and asaociated
rock strata

Wells CBN~U34, Oakwood Coalbed
CBN-U34A, CBN Qas Field I
U34C, CBN-U346, for Coalbed Nethane
CBN-U34B, and Qas Produced in
CBN-U34F (here- advance of mining
in "Wells" ) including Qas
located in from an Addition-
Unit U-34 at al Wells Authorised
the locations Pursuant to Va.
depicted on Coda 5 45.1-361.20
the plat attn~»
hereto as Bxhibit
A, and drills» tc
the depths of
1,711.20', 2,010.40',
2g024 ~ 40 g lg737 80 ~

1,788.70'nd
1,820.00'espectively

OQCB-

ed~
(herein
"Oakwood
I Field
Rules" )

For the Subject brilling Unit
underlying and c~iaed of the Subject

Land referrdd to as:

Unit Number U-34
Buchanan County, Virginia

Pursuant to the Oakwood 1 Field, Rules, the Board has adapted the
following swHguB ior the calculation of Production and revenue an& allocation
of allowable costs for the production of Icoalbed Nethane Qas.

For Brac Well Qas - Qas shall tw( produced fram and allocated to only
the 80-acre drilling unit in whi4 the Wells are located according to
the undivided interests of each Obner/Claimant within the unit, which
undivided interest shall be the rs(tio (expressed as a percentage) that
the amount of mineral acreage within each separate tract that is within
the Subject Drilling Unit, when platted on the surface, hears to the
total nineral acreage, when platted on the surface, contained within the
entire 80-acre drilling unit in the manner set forth in the Oakwood I
Field Rules.



s. Blacxion and Blection period: In the event any Owner or Claimant
cased in Bxbibit 8-3 hereto does not reach a voluntary agreement to share in
tha operation of the well located in thb Subject Drilling Unit, at a rate of
payment mutually agreed to by said gas Owner or Claimant and the Applicant or
the Unit opSrator, then such person, named may elect one of the options set
forth in paragraph 9 below and must gee written notice of his election of the
option selected under paragraph 9 to the designated Unit operator at the
address sbcdn below within thirty (30) days from the date this Order is
recorded in the county above named. A tkxmly election shall be daexmd to have
been wads if, on or before the last dayl of said 30-day period, such electing
person bas delivered his written eleetipn to the designated Unit operator at
tha xxfdress shown below or has duly postgrked and placed its written election
in first class United states mail, podtage prepaid, addressed to the Unit
Operator at the address shown below.

9. Blection Oetions:

9.1 Ontion 1 - To Barticinate Xn 55xe Develccmant and Oneration of the
Drilline Unit: Any oas oxxxbr ox claimant named in Bxhibit B-3 who
does not reach a voluntaxy agr4eaent with the Applicant or the Unit
operator may elect to paxticipa()e in the development and operation of
the Subject Drilling Unit (hereafter "Paxticipating Operator" ) by
agreeing to pay the estimaty of such Participating Operator's~innate part of the a)tuel and reasonable costs of the
development contemplated by thils order for Gas pmduced pursuant to
tha Oabwood I Pield Rules, inc10ding a reasonable supervision fee, of
the well development and cpx(ration in the subject Drilling Unit, as
more particularly set forth in Virginia Gas and Oil Board Regulation
4 l%C 25-160-100 (herein "Cc(wplisted-for-Production Casts" ). Purther,
a Participating Operator agrdes to pay the estimate of such
Participating Operator ' prdportionate part of tha Completed- for-
Pxeduction Cost as set forth be)ow to tha Unit Operator within forty-
five (45) days froa the lateir qf the date of mailing or the date of
recording of this Order. The ((cmpleted-for-Prcduction Cost for the
Subject Drilling Unit is as folliows:

Completed-for-Production Cost: $233, 524. $3

A Participating Operator ' proportionate cost hereunder shall be the
result obtained by multiplying the Participating Operators'Pexcent of
Unit" times the Completed-for-Production Cost set forth above. mrcvidad,
however, that in the event a Participating Operator elects to
participate and fails or rafux)es to pay the estimate of his
proportionate part of the Ccmple+-for-Production Cost as set forth
above, all within the time set forth herein and in the manner prescribed
in paragraph 5 of this Oxder, then such Participating Operatcr shall be
deemed to have elected not to participate and to have elected
condensation in lieu of participation pursuant to paragraph 9.2 herein.



9.2 3 - Ta Receive b cIssb seems ~ration c In lieu of
particiyating in the well Igsveloymsnt and ayaration of subject
,Drilling Unit under Parag)cap
named in Sxhibit S-3 berdtoegret with the Sypkidan((
a cash bonus considerate& cIf
such persan, ccmassncing uyo}c
annually until ccsmanaemlmt
Unit, and thereafter a

royal'alf

percent (13.5%) ] of t])m

9.1 above, any (3as Owner ar Claimant
who does not reach a voluntary

Or Unit Operator may elect to accept
01.00 per net mineral acre owned by
entry af this Order an4 continuing

of producticm from Subject Drilling
y og 1/sth of s/sths [twelve asd one-

net proceeds received by tba Unit

downstream of the well]wca
gathering, camyressian, 't
costs, whether performed! by
fair, reascmable an4 ec}uitsb
Owner or Claimant. The ini
Owing when so sleeted

including, but nat limited to,
rd sting, transportation an4 marketing

'nit Oyerator or a third perscm] as
)a cosysnsation to be paid to said gas
tial cash bonus shall become due and
lsball be tendered, paid or eschewed

within sixty (60) days o}! recording of this Order. Thereafter,
annual cash bonuses, if Qy, shall become due and owing on each
anniversary of the date of recording of this order in the event
yzoductian from subject ()rilling Unit has not theretofore
cxmsmmced, and once due, s}ml1 be tendered, paid ar escrawed
within sixty (60) days of, sa(d anniversary date. Once the initial
Cash bonus and the annual cash banuses, if any, ara so paid or
escrowed, sub)ect to a fM1 legal determination of awssrabip,
said payment (s) shall be satisfaction in full ior tbe right,
interests, and claims af sudh electing person in and to the clas
produced frcm Sub+at Pdrmc(tion in the Subject isscds, except,
bawmvmr, for the 1/sth ro])alskes due hereunder.

operator for the sale of bhe'oalbed Nstbsae gas produced fram any
Nell develaymcmt and aperitif(m covered by this Order multiylied by
that yerson' Percent af })nit or proportional share of said
production (for yuryocms o() this Order, net proem@ shall be
actual proceeds received fess past-production costs incurred

Sub)act to a final legal detarminatian of ownership, the election
made under this Paragraph 9.3, when so made, shall be satisfaction
in full for the right, int rests, and cia&as of such electing
ysrson in any well devel t and operation covered hereby and
such electing perscm shelf Rk deemed to and hereby does lease and
assign, its right, interes}s, and claims in an4 to the Gas
produced from subject posmation in the sub)ect Drilling Unit to
the

applicant�.

9.3. onticm 3 - To share In Tha Davalcsmat and oneraticm ks a mon-
sarticinatins serscm on I Qarr3md sasis lad Tn smca(va
osme+desaticm In 3deu of ~c In lieu of participating in the
development and oysrmticm of Isubject Drilling Unit under paragrsyh
9.I aboVe and in lieu of rmceivtsg a cash bonus cansideraticm
under paragraph 9.3 abave, eny t3as owner or claimant named in
Nab%bit 8-3 hereto who does pot reach a voluntary agreemcmt with
the applicant or Unit oyerator may elect to share in the well
dmvelayment and oyeratian'n'~ect Drilling Unit on a carried



basis (as a "Carried Nell Oyerator") so that the proportionate
part of the Completed-ior-production Cost hereby allocable ta such
Carried Well Operator's interest is charged against such Carried
Nell Oyerator's abase of pr4duction fram Subject Drilling Unit.
Such Carried Nell Operator's rights, interslsts, and claims in and
to the gas in subject Drilli)xf Unit shall ba deeaH and hereby are
assigned to the Applicant ungil the praceeda fram the sale of such
Carr'ied Well Oyeretor's Shaz)e of productian fram Subject Drilling
Unit (exclusive of any rdyaRty, excess or overriding royalty, or
other non-operating or non cost-bearing burden reserved in any

or agreement relating thereto covering
three, hundred percent (3009) i'or a leased

jpezlcent (200%) for an unleased interest
of such Carried Well Oyerator's share of
ioz( Cost allocable to the interest of
stag. Nbsn the Applicant recoups and

~Id R)ell Operator's assigned interest the
then, the assigned interest of such

lease g assignment thereof
such interest) eguals
interest or two hundred
(whichever is ayplieahle)
the Completed-for-Product(
such Carried Nell Oyer
recovers from such Carri
amounts provided for
Carried Well Operator shall l automatically revert back to such
Carried Nell operator, a)xR ~from and after such revazeicn, such.
Carried Nell Oyerator shall be treated as if it had yarticiyated
initially under Paragraph 9.1 above; and t)s9reef tar, such
yarticiyating person shall be charged with and shall pay his
prayortianate part of all further costs of such well development
«ed operation.

)M(11 be deuced to have and bszeby does
ctaste, and claims in and to the gas
sIeas)ian in the Subject Drilling Unit to

od, of ties during wR(ich its interest is
prior to its reversion bask to such

such electing person s
assign its rights, int
produced fram Subject Po
the Applicant for tha yarR
carried as above pravide
eleoting person.

Subject to a final legal det)szmination of ownership, the election
made under this Paragraph 9.3, when so made, shall be satisfaction
in full for the rights, interests, and claims of such electing
ysrson in any wall development and oyeratian covered hereby and

10. Pailura ta pzonarlv Blast: Xn the event a person named in Bxhibit
B-3 hereto does not reach a voluntary egreeeant with the Applicant or Unit
operatar aed fails to elect within the ties, in the manner and in aacardance
with the terms of this order, cee of tlhe elternatives set farth in paragrayh 9
above for weal.ch his interest qualifies, then such person shall be 4seaad to
have elected not ta yazticiyate in thai pzkR)osed well devaloyeent and operation
of subject Drilling Unit aud shall bel dsessd, subject to a final legal
determination of ownership, ta have eiecyed to accept as satisfaction in full
far such person' right, interests, s(nd claims in and to the gas the
cansidaraticn provided in Paragrayh 9.2 above for which its interest gualifies
and shall ba 4saead to have leased and/cr assigned his right, Rntsrelsts, and
claims in aed ta the Gas produced f~ Subject Pazsetion in the Subject
Drilling Unit to the applicant. persons who fail to properly elect shall be
deemed, subject to a final legal dete3vsisatian of ownership, to have acceyted
tbe caeyensation and terms set forth hezlein at Paragraph 9.2 in satisfaction
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in full for the right, interests, an& claims oi'uch person in an& to the (3as
produced from the subject Formation underlying subject Lands.

11. Default Bv particlnatinc person: In the event a person nasmd in
Exhibit B-3 elects to participate un&Sr Paragraph 9.1, but fails or refuses to
pay, to secure tbe payment or to mabe an arrangement with ths Unit Operator
for tbe paym9nt of such parson's proportionate part cf the completed-for-
producticn cost as set forth herein, all within ths time an& in the manner as
prescribed in this Order, then such person shall bs deemed to have withdrawn
his election to participate and shall b8 dsssmd to have elected to accept as
satisfaction in full for such person's right, interest, and claims in and to
the Gas ths consideration provided in Paragraph 9.2 above for which his
interest gualifiss depending on the excess burdens attached to such interest.
Nhsreupon, say cash bonus consideration dus as a result of such deems&
election shall be tendered, paid or sacrowed by Unit Operator within one
hundred twenty (120) days after the last day on which such defaulting person
under this Order should have paid his proportionate part of such cost or
should have iNL&s satisfactory arrange(mats for the payment thereof. Shen such
cash bonus co9tsidsration is paid or sScrcwad, it shall be satisfaction in full
for the rigbt, interests, and claims of such person in and to the gas
underlying 8+ject Drilling Uait in the Subject Lan&a covered hereby, except,
hcwevsr, for 'any royalties which waul& become due pursuant to Paragraph 9.2
hereof .

12. sasismmsnt of Interest: In the event a person named in Exhibit B-
3 is unable to reach a voluntary agreemant to share in the operation of the
Sells contemplated by this Order at a rate of payment agreed to mutually by
said owner or claimant and the Unit o)psrator, an& such person elects or fails
to elect to do other than participate under Paragraph 9.1 above in thew well
devslc$ mmmt and operation in Subject Drilling Unit, than subject to a final
legal determination of ownership, such Person shall be deems& to have and
shall have aasignsd unto Rpplicant such parson's right, interests, and claims
in an& to sai& Nails, and other share in production to which such person may
be entitled by reason of any eledticn or deemed election hereunder in
accordance with the provisions of thim Order governing said electicm.

13. Unit oner'or ossrator): cogsoL Inc. be and hereby is
designated as Unit Operator authorised to drill and operate the Nell in
Subject Formation in Subject Drilling Unit, all subject to tbe permit
provisions contains& in va. code $545.1-361.27 RI, ssg; $$ 4 vkc 25-150 RL

gas and Oil Regulations; $$ 4 VRC 25-160 SR Sgg., Virginia Qas and Oil
Board Regulations; ths ~ Coalba& (3as Field I Order OQCS 3-90, all as~~ fran time to time, and all elections rsguired by this Order shall be
ccmmmnicated to Unit Operator in writimg at ths address shown below:

CONSOL Xnc.
P. O. Box 947
Bluefiel&, VA 24605
Phone: (540) 988-1016
Fax: (5401 988-1055
attn: Lmslis E. Rrrington



16. Oui«enoemeat of Onezatioas: Unit operator has heretofore drilled
the Mails within the subject Drilling Unit. Unless sooner terminated hy order
of the Bear(R, this Order shall expire at 12:00 P.M. on the date on which all
the wells aze permanently ~~~~ed snd plugged.

15. Onarator's Lien: Unit Operator, in addition to the other rights
af forded hereunder, shall have a lien and a right of set off on the gas
estates, rights, and interests ownedi by any person subject hereto who elects
to pazticipate under Pa~ 9.1 in tbe subject Drilling Unit to the extent
that costs incurred in the drilling or cperation on tha subject Drilling Unit
~re chazgeabie against such person's interest. Such liens and right of set
off shall ba seyamkle as to each sephrate person and shall renwLin liens until
the Unit operator drilling or cperafing any of tha wells bas been paid the
full amounts due under the terms of t))is Order.

16 B)screw Provisions,

Unit Operator repreSented to the Board that there are no
unknown or ugiocatable claimants in Subject Drilling Uhit whose payments aze
subject to the provisions of Paragraph 16.1 hereof; and, as reflected on
Bxhibit B-3 hereto, the Unit operator has represented to the Board that there
are no conflicting claimants in subject Drilling Unit whose payments are
subject to tha provisions of Paragzlaph 16.2 hereof. Therefore, unless and
until otherwise ord'ared by the Board, the Bscrow Agent named herein or any
successor maned by tha Board is not required to establish an interest-bearing
escrow accouht ior Subject Drilling Unit, or to receive and aoccunt to the
Board pursuant to its agreement for the esczowed funds hereafter described in
Paragraphs 16.1 and 16.2:

First Union Mational Bank
Corpora()e Trust PA1328
123 Sough Broad Street

'hiladelphia,PA 19109-1199
'Salegtwx)e: (215) 955-3455 or (500) 665-9359
At tent ion: Don Bal1inghof f

16.1. Bscrow provisions Foz Uukmoma or Uulocatahle parsons: If any
R)ayment of bonus, royalty p4ymant or other payment dus and owing
under this Order cannot be made because the person entitled
thereto cannot be located or is unknown, then such cash bonus,
royalty payment, or other paRmmnt shall not be ~led with any
Ands of the Unit Operatof M, pursuant to Va. Coda Ann. 5 65.1-
361.21.D, said sums shall be deposited hy the Unit operator into
the Bscrow Account, ~c~ within one hundred twenty (120)
days of recording of this Urdar, and continuing thereafter on a
monthly basis with each deposit to be made, hy use of a report
format approved by the Inspector, by a date which is no later than
~ixty (60) days after the last day of the month being reported
smd/or for which funds az'e being deposited. Such funde shall be
hald for the exclusive use of, and sole benef it of the person



entitled thereto until such funds can be paid to such person(s) or
k4til the sacro« Agent relinquishes such funds as rxxpxired by law
or pursuant to Order of the Board in accordance with Va. Coda 6
46.1-361.21.D.

16 Beorow Pro«i«iona Pmr Coafliotino Claimants: If any payment of
beaus, royalty payment, proceeds in excess of ongoing operational
esp«maes, or other payment daa and owing under this order cannot
ba made because the par«oh emtitled thereto cannot be made certain
dua to conflicting claims of ownership and/or a defect or cloud on
the title, than such ca(xh banns, royalty payment, proceeds in
e)xcess of ongoing opawatihsal ecyaules, or other payment, together
with Participating operator's Proportionate Costs paid to operator
pursuant to paragraph 9.1 hereof, if aSy, (1) shall not, bec~led with any fund)x of the Unit Operator; and (2) shall,
pursuant to va. Code Aun. SS 45.1-361.22.A.2, 45.1-361.22.A.3 an&
4$ .1-361.22.A.4, be deposited by the Unit operator into the sscrow
Account within one hundx'eli t«enty (120) days of recording of this
order, and continuing thereaf ter on a monthly basis with each
deposit to be made, by Sse of a report format approwed by the
Bulpector, by a date which i.s no later than sixty (60) 'days after
tbe last day of the meet& being reported and/or for which funds
are subject to deposit. Such funds shall be hald for the
saul««i«a use of, and sole benefit of, the Person entitled thereto
uktil such funds can he +id to such person(s) or until the Sacro«
Agent relimguisbss such funds as raguix«d by law or pursuant to
Order of the Board.

17. Saeoial piadixwxa: The Board specifically and specially finds:

17.1. Applicant is a Virgin)I.a general partnexship comymed of
chian operators, Inc., and Appalachian 3Sxthans, Inc., who are

indirect wholly owned subsi4iarias of Ncg corporation. Applicant is
duly authorired and gualgf i(xd to transact business in the
coxxxckx«saith of virgixr(a;

17.2. OOSB)oL Inc. has accepted Applicant's delegation of authority to
eaplcre, develop and maintain the properties aad assets of Applicant
now s«nsd or hereafter augured, has agreed to explore, dew«lop and
maintain tha properties aud assets of Applicant, and has consented to
serws as coalbad Nathan« gaa Wt operator for subject Drilliug Qtd.t
and to faithfully dischargd the duties imposed upon it as Unit
Operator by sta'tute and egulmticns I

17.3. CCSS)OL Inc. is ~ Delaware corporation duly authorised to transact
business in the coxmxmaxealtb of virginia, is an operator in thechealth of virginia, and has aatisi'ied the Board's rxxpxirements
for operations in virginia;

17.4. Applicant, Buchanan production company, claims ownership of gas
lease ~, Coalbad Nethane Gas leases, and/or coal leases representing
999.971S7 percent of the oil and gas interest and 99.97167 percent of
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ths coal interest in Subject Drilling Unit, and Applicant claims the
right to explore for, develop and yredace Coalbed Nathaae gas from
subject pezmations in oadvex4 Unit Number U-34'n Buchanan county,
Virginia, which Subject Lands are more particularly described in
Bxhkbit "A" l

17.5. Applicant has heretofore drilled the Wells on the Subject Drilling
Unit at the locations depicted oa the plat attached hereto as sxhibit
a to develop tha pool of aas in subject permatioasl

17.6. The estismted total production from Subject Drilling Unit is 125
to 550 ISICP. The estimated amount of reserves from the Subject
Drilling Uhit is 125 to 550 ISICPI

17.7. Subject Drilling Uhit 'is located over 1ongwa11 panels proposed for
the Bucbaaan No. 1 Wino. The wells dayicted on sxhibit B are reguired
te ac~to the mine pldas for said mine by degassing tbe coal
seam prior to mining. Currently, mining is projected to occur ia tho
Buchanan No. 1 mine undarlyibg subject Drilling Uhit in approximately
five (5) ysars. The Unit Operator has filed with the Divisiea of gas
snd Oil a ceyy of the miae pisa for Chat portion of the Buchanan No.
1 mine which will underlie subject Drilling Unit;

17.8. Tba virginia Deyawtmaat of Iliass, Minerals and snszgy's Division
of giws aad Oil has heretofore issued Permit Number 3552 for Well CSN-
U34, permit ~ 3567 foz'11 CSBI-U34A, Pezmit Nusher 3626 for
Wall CBN-U34C, Perait Number 4091 for Well CSN-U34D, Permit Number
4094 for Well CBN-U34S and Pekait Number 4210 for Well CBN-U34F.
AAditienally, the Division Qanted location exceptions for Wells CBN-
U34D, CSN-U34S and CBN-U34PI

17.9. Set forth in Sxhibit B-3 is the name and last known address of
each Owner or Claisant idobtif ied by the Sgylicaat as bavtng or
claisLIag aa interest in the Coallbad Nathana gas in Subject Pozmatien
in subject Drilling Unit underlying and comprised ef subject Lands,
who has not, in writing, leaoed to the Syplicsat or the Uhit Operator
or agreed to voluacarily pool hi.s interests in subject Drilling Unit
for its develoyment. The interests of tho Sospoadents listed in
sxhibit B-3 comprise 0.02813 yezcoat of the oil and ciao iaterests and
0.02S13 percent of the coal interests in Subject Drilliag Unit;

17.10. syplicant ' evidence established that the fair, reasoaable and
eguitable compensation to be Ipaid to any yerson in lieu of the right
to participate in the wells are chose options yrovided in paragraph 9

'bave;

17.11. Tha relief reguested and granted is just and reaseaable, is
supported by substantial evidence and will afford each yirmoa listed
and named in Exhibit B-3 hereto the oyyorcuaity to recover or
receive, without unnecessary~ oayoase, such parson' just aad fair
share of the productioa from 'Subject Drilling Unit. The granting of
the Jlyplicatioa and relief requested therein will ensure to the

$0
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extent possible the greateat ultimate reoovery of Coalbed Methane
gas, prevent or assist in preveating the various types of waste
pr0bibited by statute and ptetect or assist in protecting the
correlative rights of all garcons in the subject coarsen sources of
suyggy in the Subject Lande. Therefore, the Board is entering an
Order granting the relief herein set forth.

18. Nailinc of order Aud pllins Of Affidavit: Applicant or its
Attorney shall file an affidavit with the Becretary of the Board within sixty
(60) days after the date of recordir)g of this Order stating that a true and
correct copy of said Order was mails)I within seven (7) days from tha date of
its receipt ()o each Respondent named inl Sxhibit B-3 pooled by this Order and
whose address is known.

19. Awailabilitv of unit Records: The Director shall provide all
persons not subject, to a lease wit4 reasonable access to all records for
Subject Driliing unit which are ~ttad by the unit operator to said
Director and /br his Inspector(s) .

20. Conclusion: Therefore, the reguested relief and all terms and
provisions set forth above be and hereby are granted and IT IS BO ORDSSD.

21. Abaeale: Appeals of this order are governed by the provisions of
Va. Code Ann.i 5 45.1-361.9 which prdvides that any order or decision of the
Board msy be appealed to the approprifte circuit court.

22. Sffactiva Data: This Order shall be effective on the date of its
exeoution.

DDRR ARD BRRcDTRD this AP day of January, 2000, by a majority of the
Virginia gas and Oil Board.

Cbairman, ~ R. Naygler

DOSS ASD PSRPORNBD this k9 day of January, 2000, by Order of thislyi

, Board.

B. ~IK1son
Principal Rxecutive To The Staff
Virginia gas and Oil Board

11
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STATS OF VIIWZNZA
COUNTY OR NIISIS

~ledged on this ~ day of January, 2000, personally before me
a notary puhlic in and for the Cchaaocwealth of vi.rginia, appeared sunny
Nanpler, heing duly sworn did depot and say that he is chair)aen of the
virginia gas and oil soard, that he a)scouted the sane and was authorised to do

Sudan, g. Garrett
Notary public

Ny comaLssicn aspires July 31, 2002

STATS OR VZSOXNIA )
COONTY OR NASSINOTON )

Acknowledged on this ~ day of January, 3000, personally before ue a
notary public in and for the Ccmonwealth of Virginia, appeared S. R. Nilson,
hedng duly Sworn did depose and say that he is Principal Sxecutive to the
Staff of thai virginia gas and Oil Seard, that ha executed the suisa and was
authorised to do so.

Diane J. Davis /
Notary Public

My coned.ssion expires septeuber 30, 2001
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Q2'RACT LAND ID'S

EXHIBIT A

OAKWOOD FIELD UNIT U-34
FORCE POOLING

VGOS-99-0922W748

Consol lno. eel 1 Mana and M~ UNIT U94

Tract Mo. Elevation ;,Keen ~n
Cant9 ~ D i str 1 ot Garden Soale: 1' Date 8/11/~
his'plat ls a new plat ~ 1 an updated plat or a fblpl plat

Form DGO-GO-7 ix Seali
Rev. '9/91

L I oeneed ProfeesIana I Enai neer or Eioensed L~leeMersdo
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Coal Co. etal-Tr. 0- Coal, Oll 4 Gas

Csssk Coal~M~ae'6&I CetpcraSSa
Inc.

PtedusSsn Company- ~4wsaa
1.eSacres

t~50%'sha~,otal - tkstaa ~
Ctskrs NheN, et al - Swaea

All's~'Hetrs, st el. - Coal, gg 4 9as

Creek Coal Cesspany4aa0 8arskslsss coal certssaecn
ac, Inc.

ecoeuctlon Cornyasy - QMf lessee
00~0%I

.ttatrs, et el. Fee
se—---
CaS Cap. - Surlee

ass~stat 00%-Coat, Cep ttte
sant ot7e~~ Coal, Og 0 ges

Qg g+~
4 IAf4AiNk Cesl~

Cast~
Ital atac, hc.

AtskNllsn 'Cotnpgnlr - Cgg tassaa0.0lecras 0.%750%
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